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PERSPECTIVES 


U.S. COTTON EXPORTS are expected to total 5.3 million bales ir 1988/89, about 
20% below 1987/88, based on USDA’s mid-October forecasts. Increased production 
and more competitive prices by our competitors are the main reasons for the decline. 
The U.S. share of the world market is likely to fall from 27% to 22%, according to 
economist Carolyn Whitton of USDA’s Economic Research Service. 


This year’s U.S. production is estimated at 14.7 million bales, slightly below 1987’s 
output. Area harvested should be up about 16% to 11.7 million acres. But bad weather 
has reduced yields, which are expected to be substantially below last year’s record of 


706 pounds per acre. 


The decline in exports should limit total use of U.S. cotton to just above 12 million 
bales. Annual totals in recent years have been about 14 million. Domestic mill use for 
1988/89 is forecast at 6.9 million bales, down about 8% from the average of the last 2 
years. U.S. stocks could reach 8.4 million bales at the end of the marketing year July 
31, 1989)--about 45% higher than they were when the year began. 


Though exports will be down, they should be helped by recent changes in the U.S. 
cotton program. The adjustments were made because U.S. cotton had been generally 
uncompetitive in world markets during most of 1988. One change: The Commodity 
Credit Corporation will pay a portion of the interest and warehouse charges on 

producer loans when necessary to allow loan redemption at the adjusted world price. 


World cotton production for 1988/89 is forecast at 85.3 million bales, up 6% from 
1987/88. Consumption is expected io be 82.6 million bales, and exports 23.9 million. 
World stocks would increase almost 2.5 million bales during the year, to 35.1 million. 


USDA’s latest foreign production estimate was trimmed by 400,000 bales from a 
month earlier because of flooding in Pakistan and Colombia and smaller expected 
plantings in Australia. But the foreign crop is still forecast at 7% above 1987/88. 
Expected foreign exports of 18.6 million bales would be more than 1 million above 
last year. 


Among other major exporters of cotton, China is expected to produce 21 million 
bales in 1988/89, the Soviet Union 12.4 million, and Pakistan 6.6 million. 


*ee*# £& * * 


Special note :c »saders: For a ijetailed look at the prospects for agriculture in the 
coming year, pian 19 join us for OUTLOOK ’89, USDA’s annual Agricultural Outlook 
Conference, Nov. 23-Dec. 1 in Washington, D.C. Top government and industry 
analysts will discuss what 1989 has in store for farmers, consumers, and agribusiness. 
There’s no charge to attend. If you can’t make it, audio cassette tapes will be 
available. For information, call (202) 447-3050 or write OUTLOOK °89, Room 5143 
South Bldg., USDA, Washington, DC 20250-3900. 
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Reducing Farm Subsidies: 


The Australian Example 


A= is reducing its government 
assistance to farmers, even though it 
already has one of the lowest levels of agri- 
cultural protection among the world’s 
developed countries. 


The cutbacks may provide Australia with 
more leverage as it continues to push for 
elimination or reduction of subsidies and 
barriers in world agricultural trade. Talks 
on farm trade are currently in progress, 
under the auspices of GATT (the General 
Agreement on Tariffs and Trade). 


Economists now have quantitative 
measures of government intervention in 
agriculture. Analysts in USDA’s Economic 
Research Service have calculated ‘‘pro- 
ducer subsidy equivalents” (PSE’s) for a 
number of countries. During the 1982-86 
period, Japan had an average PSE of 72 





Australia exports 95 percent 
of its wool, 80 percent of its 
wheat, and 50 percent of its 
beef. 


percent (the portion of farmers’ gross in- 
come that came from government 
assistance), the European Community was 
at 35 percent, Canada 31 percent, the 
United States and New Zealand each 25 
percent, and Australia 11 percent. 


Segments of manufacturing industry in 
Australia are well-protected by the govern- 
ment, even though most of agriculture is 
not. ERS econcmist David Skully says that 
Australian agriculture overall is ‘‘taxed’”’ 
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rather than subsidized. That is, farmers 
lose, not gain, in net payments to and from 
the government and the protected in- 
dustrial sector. Skully explains it this way: 
“The indirect costs of business tariffs to the 
farmers are more than the amount of 
government farm payments.” 


However, a few segments of agriculture are 
highly protected. Australia’s PSE levels for 
major commodities during the 1982-86 
period included dairy 34.8 percent, rice 
13.8 percent, sugar 12.9 percent, wheat 
6.8 percent, beef 6.4 percent, cotton 4.6 
percent, sheepmeat 4.2 percent, and bar- 
ley 2.9 percent. 


The Australian federa! government says it 
is unable to compete with export subsidies 
of other countries. Therefore, Australia’s 
farm production and trade have largely 
reflected world market conditions. 


Earlier this year, the Australian government 
announced a package of policy reforms, in- 
cluding provisions to abolish or significantly 
reduce payments and other government 
assistance to farmers, Skully says. The 
Australian Minister for Primary Industries 
and Energy (who has jurisdiction over 
agriculture) said in announcing the pro- 
posed reforms in May: ‘‘The Australian 
economy cannot afford to engage in 
domestic or export subsidies.” 


He added: “‘A fundamental objective of the 
government is to use diplomatic and com- 
mercial leverage to reduce international 
impediments to trade and to encourage 
more open markets and to reduce interna- 
tional market distortions.” 


Reductions Are Unilateral 

Skully says that under the proposed 
reforms, Australian assistance to agri- 
culture would fall, by 1990, to roughly half 
its 1986 level. Australia is not bargaining 
with other countries over these measures. 
“These reductions are unilateral and un- 
conditional,”’ Skully says. 


The National Farmers Federation—the key 
agricultural lobbying group in Australia— 
supports the proposed reductions in 
government assistance to farmers in return 
for reductions in assistance to industry. 


FARMLINE/November 1988 












ners 
from 
| in- 
way: 
) the 
it of 


> are 
s for 
2-86 
rice 
heat 
4.6 
bar- 


ys it 
dies 
lia’s 
gely 


nent 
3, in- 
antly 
nent 
The 
ries 
over 
pro- 
lian 
» in 


‘the 
om- 
nal 
age 
rma- 


key 


; in 
turn 
try. 


Economists have estimated that the net 
benefit would be $350 million to the farm 
sector, primarily in lower input and 
marketing costs. 


Government protection of industry has a 
relatively long history in Australia. When 
the country gained its independence from 
Britain in 1901, one of the two major 
political parties was the Protectionist Party. 
Its views on industrial policy prevailed in 
the debates establishing the original struc- 
ture of the government. 


The attitude of the Australian people and 
government has been that this protection 
is necessary to guarantee a fair wage to in- 
dustrial workers. As the size of the urban 
sector grew relative to the rural sector, the 
burden of protection grew. Farmers, who 
are dependent on the industrial sector for 
machinery and inputs, have been hard hit 
by the industrial protection, Skully says. 


With a national population of only 16 
million—and a resulting domestic market 
that is relatively small—Australia needs 
export markets as outlets for much of what 
its farmers produce. Depressed world com- 


modity prices in recent years created 
distress in Australian agriculture, says Nina 
Swann, an ERS economist. Net farm in- 
come fell by nearly a third between 1984 
and 1987. 


Australian farmers have found that inter- 
national competition in farm products can 
be cut-throat. The Australian industrial sec- 
tor, however, has a regulated and captive 
domestic market. The farmers don’t see 
this as a “fair go’’—in the Australian 
vernacular. 


The effective rate of assistance to the 
automobile industry, for example, is 250 
percent, and for men’s clothing it is 100 
percent, Skully says. By contrast, flour mill- 
ing and cotton ginning noi only receive no 
subsidies, but are in fact taxed at about 20 
percent. 


Argentina, and New Zealand in recent 
years, are two countries where “‘taxes’’ on 
agriculture exceed government support. 
“In such countries, the cities live off the 
farms,’’ Skully says, “instead of the 
farmers living off the cities as in many 
nations. Farming is in reality a cash cow 
for countries that tax agriculture.” 


Australia Had Comparatively Low Government Assistance to 
Agriculture, Measured as Producer Subsidy Equivalents, in 1982-86 


Percent of producers’ income 
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Hard Times in the 1980's 

In the 1980’s, Australia’s rates of unem- 
ployment and inflation have been relatively 
high. Its external debt increased from 4 per- 
cent of gross domestic product in 1976 to 
32 percent in 1986. (in the United States, 
our external debt of about 3 percent of GDP 
is regarded by some as high.) 


Australia plans to reduce nearly all import 
tariffs on manufactured goods to 10 or 15 
percent by July 1992. Existing agricultural 
tariffs, including those on tobacco, sugar, 
and citrus, would be reduced—in the cases 
of these three commodities, to 15 percent. 


Australia’s agricultural sector is small com- 
pared to the farm economies of several of 
the other industrialized nations involved in 
trade negotiations, and this limits 
Australia’s bargaining power. Annual 
agricultural production in Australia is 
valued at about $11 billion (in U.S. dollars). 
It exports nearly three-fourths of what it pro- 
duces. In comparison, the United States 
produces about $150 billion worth of farm 
commodities annually, and exports about 
20 percent of that ($26 billion to $33 billion 
in value annually in recent years.) 


Australia exports 95 percent of its wool, 80 
percent of its wheat and barley, nearly 75 
percent of its sugar, rice, and cotton, and 
50 percent of its beef. It is first among the 
world’s exporters of beef and wool, second 
in lamb and mutton, third in wheat, and 
fourth in sugar. 


In 1986/87, Australia’s agricultural exports 
were valued at about $8.5 billion (U.S. 
dollars)—more than a third of the country’s 
total exports. The faim exports included 
$2.7 billion worth of wool, $1.5 billion of 
wheat, $1.2 billion of beef and veal, $445 
million of sugar, $286 million of fruits and 
vegetables, $344 million of sheepmeat, 
$333 million of dairy products, $246 million 
of barley, ance $242 million of cotton. 


Mining and energy products (with coal, 
aluminum ore, and iron ore leading the 
way) accounted for more than 40 percent 
of total Australian exports the same year. 


Australia’s land area is nearly as large as 
the continental United States, but includes 








much arid acreage that is unsuitable for 
most crops. U.S. population is about 15 
times Australia’s. Australia’s 1985 gross 
national product of approximately $150 
billion was 3-4 percent of the $4.6 trillion 
U.S. GNP. 


Agriculture Is Regulated 

Agricultural policies in Australia reflect the 
country’s comparative advantage in exten- 
sive crop and livestock operations and its 
dependence on exports, says economist 
Swann. Australian agriculture has been 
heavily regulated but not highly subsidized 
overall, she says, adding that assistance 
levels vary widely among commodities. 


The Australian wheat program is man- 
datory. The government does not restrict 
wheat production, but marketing is under 
strict controls. The Australian Wheat Board 
has sole authority to sell wheat in domestic 
and foreign markets. Growers must either 
deliver their wheat to the Wheat Board or 
get a permit for feed or seed use. The 
board attempts to maximize its returns, 
then distributes the proceeds of wheat 
sales to producers, much like a mutual 
fund, Skully says. (There have been recent 
legislative proposals, however, to introduce 
more competition into the system by 
restricting the extent of the Wheat Board 
monopoly.) 


The only price protection offered wheat 
producers is the Guaranteed Minimum 
Price (GMP), which is essentially a moving 
(multiyear) average of the world price. The 
government makes payments to farmers 
only if the price received by the Wheat 
Board is lower than the GMP. A 1986/87 
payment, the first since 1973, resulted from 
the collapse of world wheat prices follow- 
ing the lowered loan rates and the new 
export programs of the 1985 U.S. farm bill. 
Even with the GMP payment, Australian 
growers received only $70 a ton at the farm 
for their wheat that year. 


Because of lower prices, Australian wheat 
growers reduced their acreage from 32.5 
million acres in 1983 to 22.5 million in 1987. 


“Australian producers are affected by 
almost any wheat policy of the U.S. govern- 
ment,”’ Skully says. “In some years, 





actions of the CCC (U.S. Commodity Credit 
Corporation) may have a greater impact on 
the average Australian wheat grower than 
on the average American wheat grower.”’ 
The GMP payments of 1986/87 resulted 
from the large amounts of low-priced U.S. 
and EC wheat on the world market. ‘“‘In 
essence,”’ Skully says, ‘‘the Australian 
wheat subsidy is a function of U.S. and EC 
export subsidies.” 


Australia has a democratic, federal system 
of government, but the national govern- 
ment does not have the sort of power that 
the U.S. federal government has. 
Australia’s constitution limits the authority 
of the federal government over production 
and marketing. The six Australian states 
set some farm policies themselves. Eggs, 
for instance, are tightly controlled, with 
each state setting egg prices and hen 
quotas. Production of rice and sugar has 
been limited through water management 
controls, which are needed because irriga- 
tion water is in limited supply. 
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The states have an important role in im- 
plementing many agricultural programs, by 
cooperation and complementary legislation 
with the federal government, Swann says. 
The states control many infrastructure 
investments, such as irrigation projects. 


Marketing authorities established under 
law regulate sales of major commodities in 
Australia. Domestic pricing policies are, in 
effect, a subsidy paid by consumers to 
farmers, Swann says. But Australian food 
prices are still among the world’s lowest, 
she adds. Farmers are also protected by 
certain import quotas and tariffs. 


Beef Industry Uncontrolled 

Australia’s beef industry, one of the more 
profitable parts of the agricultural sector, 
“‘is basically uncontrolled and pretty wide 
open,”’ Skully says. Beef cattle and sheep 
are produced with little government en- 
couragement or control, except in health 
issues. Marketing assistance is provided to 
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the meat and wool sectors, but trading is 
by private firms. 


The Australian Meat and Livestock Cor- 
poration, a statutory marketing organiza- 
tion, provides marketing support for beef, 
veal, and sheepmeat. It also allocates 
shares of restricted export markets among 
private firms. Livestock and meat imports 
are severely restricted, primarily through 
health regulations, and this matter is on the 
GATT agenda. 


Grower levies support the Australian Wool 
Corporation, which maintains wool prices 
by holding surplus stocks and intervening 
in the marketplace. 


Production and marketing of coarse grains 
and oilseeds receive little government sup- 
port or control. Some states have 
marketing boards for specific commodities. 
Coarse grain imports are effectively 
prohibited. 


Sugar production and marketing are tightly 
controlled. A board appointed by the 
Queensland state government sets annual 
production quotas for each mill, and mill 
quotas are then apportioned to individual 
growers. 


As in the United States and Canada, 
Australia’s consumers shoulder the 
burden, through higher prices, of govern- 
ment support to dairy producers, the ERS 
analysts say. 


Allied Against Trade Restraints 

The Australian government is a leader in 
the effort to restrain the use of subsidies 
and import restrictions, especially by 
Japan, the EC, and the United States. 
Australia is a member of, and often a 
spokesman for, the Cairns Group, a 
14-nation bloc (including New Zealand, 
Argentina, Brazil, and Thailand) that is 
working for elimination of constraints on 
agricultural trade. In the current GATT 
negotiations on farm trade, the position of 
the Cairns Group is much closer to that of 
the United States than to that of the EC. 


The EC generally favors retaining more 
government assistance to agriculture, and 
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constraints on farm trade, than does the 
United States. 


Australian government officials say their 
number one objective in the GATT negotia- 
tions is to phase out farm export subsidies. 
Australian farmers contend that their export 
revenues have been reduced because of 
EC subsidized grain, dairy, sugar, and beef 
exports and U.S. grain export programs. 


Market access is another area of concern 
for Australia. Australian farmers believe 
they could benefit from increased foreign 
demand for the wide range of products they 
can produce at low cost. Meats, sugar, and 
dairy products are examples. 


A weak bilateral bargaining position, 
caused by a small domestic market and 
trade surpluses with Japan and several 
other major agricultural importing coun- 
tries, has led Australia to push for 
multilateral negotiations and concessions. 
Australians believe that their beef trade 
with Japan has suffered as a result of 
bilateral arrangements between the United 
States and Japan. 


A new government farm policy instrument, 
the Income Equalization Deposit Scheme 
—an alternative means of providing pro- 
ducer income stability—will go into effect 





in Australia in July 1989. This is a form of 
income tax averaging financed and con- 
trolled by the individual farmer. A producer 
can deposit surplus income in a tax- 
deferred account, which is taxed only when 
the money is withdrawn. ‘‘This is essen- 
tially a producer-managed, income stabili- 
zation program,” Skully says. 


“The policy reforms now being im- 
plemented make Australia an even more 
credible critic of the protectionist policies 
of other countries,’ Skully says. 


What are the implications for U.S. 
agriculture of the changes in Australian 
farm policy? 


‘Gradually we should see a leaner, more 
efficient Australia, which will continue to 
compete as an exporter of grains, meat, 
fruits, sugar, and dairy products,’’ Skully 
says. He adds that Australia and neighbor- 
ing New Zealand have the most to gain if 
there is a significant liberalization of world 
agricultural trade. And, consumers in a 
number of countries would benefit from 
lower prices. (J 


[Based primarily on information provided by 
economists David Skully and Nina Swann 
of the Agriculture and Trade Analysis Divi- 
sion, Economic Research Service.] 











High-Tech Industry 
Not the Answer 
For All Rural Areas 


ural communities trying to lure high- 

tech companies should take a hard 
look at their reasons—and resources— 
before investing too much time and money 
in this effort, according to economist James 
P. Miller of USDA’s Economic Research 
Service. 


If the goal is to attract a wide range of new 
jobs, including high-paying technical posi- 
tions, rural areas may be disappoinied, 
Miller says. 


In some cases, high-tech firms do locate 
research and development (R&D) activities 
and other core operations in the country, 
but usually only when local resources (such 
as research facilities) match up with high- 
tech needs. More often, rural communities 
receive the most routine assembly tasks of 
the high-tech companies—lower skilled 
work which generally pays lower wages. 


“Policymakers and local officials shouldn't 
be overly optimistic that rural areas can 
attract the kind of technology operations 
likely to provide high-paying jobs or im- 
prove overall economic conditions in their 
communities,” says Miller. ‘High-tech 
firms may not be as footloose as many 
have been led to believe, particularly when 
they are in their most innovative state of 
development.” 


That hasn’t stopped rural communities 
from trying, of course, and Miller says he 
can see why. 


Survival at Stake? 

“Many communities in rural America will 
face long-term economic decline because 
of powerful global and technological forces 
unless they can find new sources of 
growth,” he says. ““Jobs and incomes have 
been irretrievably lost in long-established 
rural industries such as agriculture, 
forestry, mining, and low-wage, low- 
technology manufacturing.”’ 


That means that ‘‘the survival and growth 
of rural communities has and will continue 
to depend on their ability to attract new 
businesses and industries.”’ 


And it poses an obvious question: What 
kinds of business activity are most likely to 





Future prospects may 
improve for rural areas 
attempting to attract high- 
tech industries. 


succeed in rural areas? 


““Some planners believe that rural areas 
should attempt to encourage investment in 


perceived to pay high wages,’’ Miller says. 


These industries include communications, 
electronics, defense systems, computers, 
and software. Among the sophisticated 
products involved are guided missile com- 
ponents and engineering and medical 
instruments. 


To date, he notes that states and com- 
munities are committing an increasing 
share of their scarce economic develop- 
ment resources to high-technology devel- 
opment programs. One recent report cites 
38 programs in 22 states specifically 
targeted to high-tech industries. 


“To evaluate the potential effectiveness of 
high-tech industrial development pro- 
grams,” says Miller, “‘state and local of- 
ficials need information on how these in- 
dustries have been performing in rural 
America in recent years. In particular, they 
need to know how much employment high- 
tech firms have been generating in rural 
areas and whether high-tech firms are 
upgrading the quality of local jobs and im- 
proving the industrial structure of the rural 
economy.” 


Taking that issue as his point of departure, 
Miller examined ‘‘the degree and manner 
in which rural areas are participating in a 
burgeoning expansion of the nation’s high 
technology industries.” 


Urban Areas Still Favored 

So far, he says, the clear tendency is for 
new high-tech establishments to locate in 
urban areas. 


“Metropolitan areas stand out as the 
preferred location of high-tech industries,” 
he says. ‘‘New jobs created by high-tech 
industries were more concentrated in 
metro than nonmetro counties.” 


Moreover, high-level R&D industries ap- 
pear to be even more oriented to metro 
areas than the broad category of high-tech 
industries. 


“Computer manufacturing and software in- 
dustries showed the strongest tendency 
among high-level R&D industries to con- 
centrate in metro areas,”’ Miller says. “New 
computer manufacturing establishments 
tended to locate in urban areas, primarily 
in the Northeast and West. But they were 
poorly represented in rural areas of every 
part of the country except New England, 
where many rural areas are highly inte- 
grated with urban areas.’’ He adds that the 
computer software industry is also highly 
urban-oriented, but that it is more regionally 
dispersed than computer manufacturing. 


On the other hand, “‘low-tech industries in- 
volved in non-innovative, routine produc- 
tion activities showed a stronger tendency 
to locate in rural than urban areas,”’ Miller 
says. 


However, rural areas seem to appeal to 
certain kinds of high-tech companies. 


“Some of the high-tech industries that are 
drawn to rurai areas are either dependent 
on natural resources, defense-related, 
labor intensive, or are involved in a produc- 
tion activity that may be unwelcome in a 
densely populated area,’’ Miller says. 
“Rural areas in most parts of the country 
tend to have a comparative advantage in 
the production of chemical products, and 
to a lesser extent, petroleum refining, ord- 
nance, and radio and TV manufacturing.” 


It’s also clear, he says, that high-tech firms 
do not usually move their entire operations 
into rural areas. 


“Locally owned, independent firms ac- 
count for only about 11 percent of all jobs 
created by new high-tech firms in rural 
America,”’ says Miller. “‘Corporate affiliates 
are the dominant form of new, high-tech 
business activity in rural areas, comprising 
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nearly 90 percent of the jobs in such in- 
dustries.”’ 


Isolated Rural Units 

These corporate affiliates may be far 
removed from the headquarters operation, 
further isolating the rural branches. 


‘New affiliates whose headquarters were 
located in a different region of the country 
accounted for about 58 percent of the jobs 
created by new, high-tech firms in rural 
areas, compared with 45 percent in urban 
areas,” he says. 


Miller says his research shows that ‘‘high- 
tech firms, particularly those in their in- 
novative and product development phase, 
are attracted to metro locations by the 
availability of professional and technical 
workers, seed capital, close contacts with 
cusiomers and suppliers, and other high- 
tech firms.” 


In contrast, he says, high-tech estab- 
lishments in rural areas are more likely to 
be affiliates of urban-based corporations 
that have opened remote assembly plants 
to avoid high labor, land, and other produc- 
tion costs. This practice often occurs after 
the urban-based firm has gone through an 
initial development stage in the “home 
region’”’ and after urban advantages have 
become less important than traditional in- 
put costs. 


In effect, says Miller, national corporations 
in high-technology industries tend to follow 
the same pattern as corporations in other 
industries. ‘‘They tend eventually to send 
their routine production to ncnmetro areas 
and other regions away from the company 
headquarters. Because the typical rural 
high-tech operation hires mostly unskilled, 
low-wage labor, it has about the same im- 
pact on the rural economy as the typical 
low-wage, routine manufacturing opera- 
tions that have been attracted to rural areas 
in the past.” 


At the same time, corporations head- 
quartered elsewhere may be less likely to 
continue operating in rural areas when 
economic conditions change. 

“Large corporations based in cities tend to 
expand branch facilities in good times and 
reduce or eliminate them in bad times, with 
those located farthest from urban centers 
being most likely to experience large 
changes in employment,” says Miller. 


Future Prospects May Improve 


Does ail this mean that rural areas should 
not attempt to compete for high-tech firms? 


Not necessarily, says Miller. It depends on 
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the skills of the work force and the other 
resources available in the community, the 
costs of bringing in these businesses, the 
types of industries targeted, and the needs 
and expectations of the rural area. In fact, 
he maintains that future prospects may im- 
prove for rural areas attempting to attract 
high-tech industries. 


“Over the longer term,’’ he says, ‘‘ad- 
vances in communications and the new 
information technologies may make it 
possible to decentralize some progressive, 
high-tech activities to rural areas.” 


That has certainly been the case in Califor- 
nia, where some ‘‘knowledge-intensive”’ 
high-tech industries were able to move to 
rural locations to take advantage of a liv- 


ing environment that appeals to many well- 
educated, professional workers. 


The possibilities are most favorable near 
defense and weapons development 
facilities and major research universities, 
says Miller. 


In addition, those industries based in the 
community will generally offer a wider 
range of administrative and technical jobs 
and a more stable employment base than 
those headquartered elsewhere. 0 


[Based primarily on information provided by 
economist James Miller of the Agriculture 
and Rural Economy Division, Economic 
Research Service.] 
























































« * Soybeans and Oilseeds 
Dialing Up Craig Hayes S 447-0508 
Roger Hoskin E 786-1840 
&. + Tom Bickerton (V/orid) E 786-1825 
conomic Jim Schaub E 786-1840 
Sugar and Sweeteners 
nformation = ([ Darwin Ransom S 447-762 
Robert Barry E 786-1888 
Luigi Angelo E 786-1889 
Peter Buzzanell E 786-1886 
Tobacco 
Need economic information or data on today’s, tomorrow's, or even yesterday's Darwin Ransom S 447-7621 
agriculture? The economists, statisticians, and other specialists of the Verner Grise E 786-1890 
Economic Research Service and National Agricultural Statistics Service may be Turkeys 
able to help. Here is a brief telephone guide that you can pull out and add to Ron Sitzman S 447-3244 
your files. Generally, those listed with an “S” for “Statistics” can give you data Mark Weimer E 786-1714 
on acreage, yield, production, livestock numbers, and stocks. Those identified Bob Bishop E 786-1714 
with an “E” for “Economics” can help with supply-demand-price questions and Vegetables 
other economic issues. All telephone numbers can be reached by dialing area Jim Brewster (Fresh) S 447-7688 
code 202. Arvin Budge (Proc.) S 447-4285 
Shannon Hamm E 786-1886 
Gary Lucier E 786-1884 
Catherine Greene E 786-1886 
CROP AND LIVESTOCK SPECIALISTS Amy Allred E 786-1886 
Aquaculture Hay Wheat and Food Grains 
Ron Sitzman S 447-3244 Darwin Ransom S 447-7621 Vaughn Siegenthaler S 447-8068 
Michael Dicks E 786-1890 Larry Van Meir E 786-1840 Allen Schienbein E 786-1840 
Broilers Allan Baker E 786-1840  SaraSchwartz(World) E& 786-1825 
Ron Sitzman S 447-3244 Hogs Ed Allen E 786-1840 
Lee Christensen E 786-1714 Gene Danekas S$ 447-3106 Wool 
Mark Weimer E 786-1714 Kevin Bost E 786-1767 Bernard McCullough S 447-3578 
Cattle John Lawler E 786-1840 
Steve Noyes S 447-3040 Richard Dittman (Prod) S 382-9185 
==... | 2 Somme: es 
Linda Bailey (Worid) E 786-1285 Milk 
wr koa pias Dan Buckner S 447-4448 Michael Kurtzig E 786-1680 
Fred Gray E 786-1888 = Jim Miller E 786-1770 
Cold Storage Sara Short E 786-1770 Agricultural Development 
Richard Dittman S 382-9185 Linda Bailey (World) E 786-1285 Matt Shane E. 786-1705 
Corn and Feed Grains Mink Asia 
Charles Van Lahr S 447-7369 Al Drain S 447-6147 Rip Landes E, A 
Larry Van Meir E 786-1840 Mushrooms Canada 
Peter Riley (World) E 786-1824 Jim Smith S$ 447-5412 Carol Gocdioe E 786-1610 
Cotton Gary Lucier E 786-1884 Mary Anne Normile E 786-1610 
Radley Edwards S 447-5944 Shannon Hamm E 786-1886 China 
Robert Skinner E 786-1840 Peanuts Francis Tuan E 786-1616 
Carolyn Whitton (World) E 786-1826  Radiey Edwards” S 447-5944 Eastern Europe and USSR 
Scott Santord E 786-1840 == Jim Schaub E 786-1840 Kenneth Gray E 786-1620 
Dairy Products Fred Surls (World) E 786-1824 Kathryn Zeimetz E 786-1620 
Dan Buckner S 447-4448 Potatoes Economic rade Policy 
Jim Miller E 786-1770 Arvin Budge s 447-4285 Steve 07 et “ E 786-1633 
reptiat: E 786-1770 Glenn Zepp E 786-1882 Barbara Chattin E 786-1636 
Eggs Shannon Hamm E 786-1886 Vernon Roningen E 786-1632 
Al Drain S 447-6147 Poultry Exports and imports 
Robert Bishop E 786-1714 Mark Weimer E 786-1714 Steve MacDonald 
Fibers Larry Witucki (World) E 786-1714  MarkSmith(Programs) — 786-1822 
Robert Skin E 786-1840 Gy ows aed 
nner - Clif James S$ 447-2157 _ Ray Nightingale E 786-1680 
Floricuhture Janet Uiverey E 786-1840 international Finance 
Jim Brewster S 447-7688 SaraSchwartz(World) E 786-1825 4.) paver E 786-1688 
Doyle Johnson E 786-1884 Edwin Young E 786-1840 
Latin America 
Fruits and Nuts — John Link E 786-1688 
Jim Brewster S 447-7688  Bemard McCullough S 447-3578 
Jim Smith S 447-5412 Pacific Rim 
Ben Huang E 786-1884 William Coyle E 786-1610 
Boyd Buxton E 786-1884 
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Western Europe 
William Coyle E 786-1610 
Agricultura! Finances 
Jim Johnson E 786-1800 
Ken Ericksen E 786-1798 
Cash 
Roger Strickland E 786-1804 
Connie Dixon E 786-1804 
Farm Costs and Returns 
Mitch Morehart E 786-1801 
David Banker E 786-1800 
Farm Credit 
Jerry Stam E 786-1892 
Jim Ryan E 786-1798 
Pat Sullivan E 786-1719 
Farm Debt 
Jim Ryan E 786-1798 
Farm Income 
Richard Kod! E 786-1807 
Roger Strickland E 786-1804 
Farm Subsidies 
Harry Baumes E 786-1687 
Prices, Parity, and indexes 
John Buche (Received) S 447-5446 
Doug Kleweno (Paid) S 447-4214 
Fred Thorp S 447-3570 
Production Costs 
Mary Ahearn (Crops) E 786-1801 
Carolyn Betts (Dairy) E 786-1710 
Terry Crawford (Livestock) E 786-1713 
Annette Clauson 

(Tobacco/Sweeteners) E 786-1891 
Luigi Angelo (Sweeteners) E 786-1889 
Warren Jessee (Hogs) E 786-1767 
Doug Kleweno S 447-4214 
Wages and Labor 
Tim Placke S 475-3228 
Robert Coltrane E 786-1932 
Corporate and Family Farms 
Donn Reimund E 786-1522 
Farm Numbers 
Dave Dillard S 447-8951 
Farm Productivity 
Jim Hauver E 786-1459 
Farm Real Estate 
Roger Hexem E ° 786-1419 
Foreign Land Ownership 
Peter DeBraal E 786-1425 
Land Ownership and 7 
Gene Wunderlich 786-1425 
Land Use Planning 
William Anderson E 786-1424 
Ralph Heimlich E 786-1420 
Land Use Statistics 
Arthur Daugherty E 786-1424 
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Agriculture and Food Policy 


Tom Lederer 786-1687 
Sharples (World) E 786-1632 

Susan Pollack E 786-1780 

Sam Evans E 786-1840 

Vernon Roningen (World) E 786-1632 

Food Assistance Research 

Dave Smallwood E 786-1864 

Food Away From Home 

Harold Linstrom E 786-1866 

Food Consumption 

Judy Putnam E 786-1870 

Food Demand and Expenditures 

Richard Haidacher E 786-1862 

Dave Stallings (World) E 786-1705 

Food Manufacturing and 

Charlies Handy E 786-1866 

Food and Nutrition Policy 

Dave Smallwood E 786-1864 

Food Prices and CPi 

Ralph Parlett E 786-1870 

Denis Dunham E 786-1870 

Food Safety and Quality 

Tanya Roberts E 786-1864 

Food Wholesaling 

Walter Epps E 786-1866 

Marketing Margins and es 

Denis Dunham 786-1870 

Howard Elitzak 5 786-1870 

Charles Handy E 786-1866 

Meat Demand 

John Ginzel E 786-1285 

Bob Bishop E 786-1714 

Bill Hahn E 786-1713 

Meat Price Spreads 

Larry Duewer E 786-1712 

Ken Nelson E 786-1712 

Agricultural History 

Douglas Bowers E 786-1787 

Agricultural Labor 

Robert Coltrane E 786-1932 

Agriculture-Community Linkages 

Fred Hines E 786-1525 

Bio-Technology 

Chery! Christensen E 786-1450 

John Reilly E 786-1456 

Richard Fallert (Dairy) E 786-1710 

Business and Industry 

Herman Bluestone E 786-1547 

»dity Programs and Policies 

Richard Fallert (Dairy) E 786-1710 

Sam Evans E 786-1840 

Mark Smith (Exports) E 786-1822 

Jerry Sharples (World) E 786-1632 

Harry Baumes E 786-1687 

Employment 

Herman Biuestone E 786-1547 

Energy 

Mohinder Gill E 786-1456 

Rich Nehring E 786-1459 


Farm Household Income 
Mary Ahearn E 
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Leroy Hansen E 
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Financial Markets 

Pat Sullivan E 
Futures Markets 

Richard Heifner E 
John Ginzel (Livestock) E 
Joe Glauber (Crops) E 
Irrigation 

John Hostetier E 
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Tim Baxter (World) E 
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Noel Uri E 
Gary Vocke (World) E 
Output and Productivity 

Jim Hauver E 
Francis Urban (World) E 
Pesticides 

Herman Ceivo E 
Population 

Calvin Beale E 
Charles Goode (World) E 
Rural Development 

Norman Reid E 
Rural income 

Peggy Ross E 
Rural Labor 

David McGranahan E 
Soil Conservation 

Richard Magleby E 
Klaus Alt E 
State and Local Governments 
Richard Reeder E 
Taxes 

Ron Durst E 
Ron Jeremias E 
Tran 

T. Q. Hutchinson E 
Water Quality 

Stephen Crutchfield E 
Water Resources 

John Hostetler E 
Weather 
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Many Sunflower Growers 
Turn to Other Crops 


decade ago, sunflowers were labeled 

as one of the most promising ‘‘growth 
crops”’ around, particularly for farmers in 
the Northern Plains. But today that promise 
is far from being realized. 


Even this year’s tight U.S. oilseed supplies 
and higher prices are unlikely to offset the 
factors that have sharply reduced sun- 
flower acreage in the 1980's. 


Acreage expanded and production climbed 
rapidly from 709,000 acres and 786 million 
pounds in 1975 to 5.4 million acres and 7.3 
billion pounds in 1979. But then the decline 
began and production in 1987 was only 
one-third of what it had been 8 years 
earlier. 


Sunflowers do have several advantages. 
They are one of the relatively few crops that 
can be grown in the short growing season 
of Minnesota and the Dakotas, they have 
a deep root system that makes them resist- 
ant to drought, higher-yielding hybrids have 
been developed, there is a growing de- 
mand for oilseeds, and sunflowerseed oil 
is low in saturated fat. 


Sunflowerseed prices during August 1988 
averaged $12.37 per hundredweight in 
Duluth, up from $7.25 a year earlier. Sun- 
flower oil prices were up also, to 29.7 cents 
per pound in July in Minneapolis, com- 
pared with 16.6 cents in July 1987. 


And now with the drought relief legislation 
in place, emergency aid for the Northern 
Plains includes a provision allowing wheat 
and barley producers to plant a portion of 
their base acreage in sunflowers in 1989. 


Back in 1979, a new hybrid sunflower was 
introduced which promised yields of 3,000 
pounds of seed per acre with an oil con- 
tent of 60 percent or more. Just 7 years 
before, the first hybrid had been released 
and during that time, when producers 
switched from the old open-pollinated 
system to hybrids, the acreage planted to 
sunflowers grew from 400,000 to 5.6 
million. Production jumped from a little over 
400 million pounds to nearly 7.3 billion. 


But the new hybrids were not the only 
reason that sunflower production went 
through a growth spurt. Those were the 
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Tight oilseed supplies and 
higher prices are unlikely to 
offset the factors that have 
sharply reduced sunflower 
acreage in the 1980’s. 


(A SN A om 
years of the export boom. Demand for 
oilseeds as well as other farm products 
grew to record levels. 


So what happened? During the 1980’s, 
acreage declined “‘precipitously,’’ accord- 
ing to economist Bruce Wendland of 
USDA’s Economic Research Service. 
Estimated plantings for the 1988 crop were 
1.8 million acres, about 32 percent of 
1979’s peak. However, true to the promise 
of higher yields, production in 1987 hit a 
record of 1,469 pounds per acre, though 
still well below the potential of the new 
hybrids. ERS analysts do not expect a 
repeat of 1987 record yields this year, 
because of the drought damage. 


Competition from Major Crops 

One of the most important factors in the 
decline of sunflower production since 1979 
is that the areas most conducive to their 
production, North and South Dakota and 
Minnesota (with North Dakota the leader 
by far), are the same areas that grow the 
government program crops of spring wheat 
and barley. Wheat acreage has varied 
sharply since 1979, but 1988 acreage of 
15.3 million acres was only 100,000 less 
than 1979’s acreage. Barley acreage in- 
creased from 3.04 million acres in 1979 to 
5.07 million in 1987. 


Gross returns to farmers for spring wheat 
and barley have increased 25 to 30 percent 
since 1979, due in part to government crop 
loans and deficiency payments. Gross 
returns for sunflowers dropped to 25 per- 
cent below the 1979 total. As expected 
returns for barley rise, or government set- 
aside acreage requirements increase, 
sunflower acreage falls, says Wendland. 


At the same time that sunflowers were fac- 
ing competition from program crops in the 





Sunflower Acreage Has Been Losing Ground to Other Crops in Recent Years 


Percent change in planted acreage from 1979 





100 


























“15 -— T T T 
1979 1981 


T 


1983 


1985 1987 


*Total acreage in North Dakota, South Dakota, and Minnesota planted to barley, wheat, and sunflowers. 
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United States, oilseed production grew 


rapidly in the European Community (EC) 
because of large increases in subsidies. 


Oilseed prices in the EC are supported 
through subsidies paid to crushers who 
purchase EC oilseeds. These oilseed 
prices are currently 2 to 3 times world 
market prices. But in the February 1988 EC 
Budget agreement, a mechanism was 
established to tie subsidies to production. 
If EC oilseed production exceeds what are 
called Maximum Guaranteed Quantities 
(MGQ), oilseed support payments are 
reduced. Oilseed production in 1988 ex- 
ceeded the MGQ and subsidies were 
reduced. 


Exports Get Assistance 

As a whole, the United States has been los- 
ing some of its market share in vegetable 
oil exports over the past decade to sup- 
pliers such as Argentina, Brazil, and 
Malaysia. The average EC export market 
share for total oils from 1982/83 to 1986/87 
was 24 percent, slightly above the previous 
5-year average, while the U.S. share 
dropped to 8 percent, half what it was in 
that same period. 


The EC maintained its market share 
through its oilseed price support policy. 
The United States is countering the EC 
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subsidies with the Export Enhancement 
Program. In 1986, the Export Enhance- 
ment Program for vegetable oils targeted 
India, and in 1987, added Algeria, 
Morocco, Tunisia, and Turkey. These are 
countries where the EC has a substantial 
market presence in vegetable oils, and 
where rapeseed and sunflowerseed oil im- 
ports are significant. 

U.S. exports are also supported by GSM 
export credit guarantees to purchasing 
countries, and by the Food for Peace 
program. 


In addition, U.S. sunflower oil exporters 
have an export assistance program of their 
own, the Sunflower Oil Assistance Program 
(SOAP), enacted in 1987. Under SOAP, 
USDA will purchase up to $10 million of 
sunflower oil to be awarded as bonuses to 
exporters. The SOAP program is sched- 
uled to be available through fiscal 1989. 


The future of the industry is dependent on 
how sunflowers compete with other crops 
and the direction of new farm programs, 
says Wendland. ‘‘In the past, the security 
of guaranteed target prices, loan rates, and 


diversion payments for wheat and feed 
grains made these crops more attractive 
than sunflowers. Strengthening oilseed 
markets would cause sunflower prices to 
rise and thus encourage wheat and barley 
producers to grow more sunflowers.”’ (0 


[Based on information provided by 
Bruce 
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REPORTS IN THE NEWS 


Ag Exports Crucial 
In Many Counties 


The ups and downs in U.S. 
agricultural exports since the 
1970's affected the farm sectors 
of some rural counties more than 
others. Among the counties most 
affected were those in which 
farming is heavily dependent on 
the five major export crops—corn, 
wheat, soybeans, cotton, and 
rice. 


Of these 419 export-dependent 
counties, three-fourths are 


clustered in the Corn Belt, Delta, 
and Great Plains. 


In about 40 percent of the export 
counties, farming is one of the 
primary economic activities, so 
that downturns—or upturns—in 
exports have broad implications 
for employment, income, popula- 
tion, and the general prosperity of 
farm and nonfarm residents alike. 


In a recent report, two ERS 
analysts examined several 
economic indicators for export 
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counties and how these in- 
dicators changed when agri- 
cultural exports weakened from 
1981 to 1986. Their findings: 
Farmiand values dropped more 
sharply in the export regions than 
in other areas with more diver- 
sified farming. At the same time, 
growth in per capita income fell 
below the average rate for all 
nonmetro counties, and employ- 
ment growth slowed dramatically. 


For farms in the export counties, 
the export slump also brought 
greater dependence on govern- 
ment farm program payments 
and higher than average rates of 
severe financial stress. 


The recovery in U.S. agricultural 
exports in 1987 and 1988 is a 
promising sign, say the analysts. 
The export expansion of the 
1970's brought gains in popula- 
tion, employment, and income to 
the export counties. If the current 
expansion continues, these coun- 
ties can probably look forward to 
higher farm returns and renewed 
economic growth in coming 
years. 


The U.S. Farm Sector: How 
Agricultural Exports Are Shap- 
ing Rural Economies in the 
1980’s by Judith Sommer and 
Fred Hines. (Published September 
1988; 23 pages of text, maps, 
and data tables; GPO Stock No. 
001-019-00591-2; $1.50.) 


Food Prices Rise 
Less Than Incomes 


Food prices rose 4.1 percent in 
1987, up from 3.2 percent in 
1986. Although 1987’s increase 
was the largest since 1982, it was 
well below the rates of 1978 to 
1981, when food prices were 
climbing 8-11 percent a year. 


For the first time since 1978, 
foodstores led eating places in 
the price movements. Average 
prices for food purchased from 
foodstores were up 4.3 percent in 
1987, outpacing the 4.0-percent 
increase for food from restaurants 
and other eating places. 


Last year was also the second in 
a row that food prices increased 
faster than the general inflation 


rate for all goods and services. 
Since 1978, however, food prices 
have climbed 57.5 percent—far 
short of the 74-percent gain 
posted by the inflation rate. 


Consumers spent $377 billion for 
foods produced on U.S. farms 
last year, compared with $360 
billion in 1986. Farmers received 
$94 billion of 1987’s expendi- 
tures, or 25 percent (the same 
percentage as in 1986). The re- 
maining $283 billion went to the 
food industry for handling, pro- 
cessing, and retailing food. 


Although consumers are spend- 
ing more dollars for food, per- 
sonal income is climbing at an 
even faster rate. As a result, food 
is taking a smaller bite out of in- 
come. In 1987, 12.1 percent of 
U.S. personal disposable income 
was spent on food, down from 
13.6 percent in 1977. 


Food Cost Review 1987 by 
Denis Dunham. (Published 
September 1988; 53 pages of 
text, charts, and data tables; GPO 
Stock No. 001-019-00599-8; 
$2.75.) 
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AGRICULTURAL ROUNDUP 


EC Moving Closer 
To Economic Unity 


The European Community is 


even more difficult to penetrate 
EC markets after December 31, 
1992. 


Beginning in 1993, the EC goal is 
to officially lift the border barriers 
between EC nations, treating 


and some 325 million people. 


However, some serious problems 
must be resolved if the goal is to 
be realized. 


“The most critical may be the 
need for a common currency that 


arrive at Common pricing in the 
EC,” says Keich, citing the EC’s 
enormously complicated agri- 
monetary system that has been 
used to avoid common rricing 
and retain some domestic control 
of farm policy. 
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“it is unlikely that EC farmers 
and politicians will agree on how 
to disestablish the current system 
without resurrecting it in some 


Nevertheless, a 30-year effort to 
carve a genuine common market 
from countries with different 
languages and cultures has been 
somewhat successful, and after 
1992 the EC will probably form 
an even more formidable trading 


will likely sharpen EC compe- 
titiveness abroad. 

Already accustomed to the EC’s 
clout in world export markets, 
though, U.S. exporters may be 
more concerned about the EC 
market itself—and how accessible 
it will be under a more unified 
system. 


Certainly, EC protection of its in- 
ternal markets from imports has 
sometimes seemed to be the 
main feature of the Community. 
In fact, EC assistance to its farm 
sector has transformed the Com- 
munity into a large exporter from 
its one-time status as a large net 
importer. 


In 1986, for example, ‘EC pro- 
ducers of some farm commodities 


Mary Anne Normile of USDA’s 


was second only to Japan in the 
level of support provided to 
agricultural producers.” 


tions to reduce government sup- 


port and protection of agriculture 
remain an item of major in- 
terest,”” says Normile. 


Up to this point, at least, the EC 
has not backed the U.S. call for 
an end to such intervention by 
the year 2000 and has offered its 
own set of solutions to the prob- 
lems of restrictive world trade. 


“In contrast to the United 
States,”’ says Normile, ‘“‘the EC 
focuses on the imbalance be- 
tween supply and demand and 
proposes short-term measures to 


As a 7esult, she says, ‘the EC 
may agree to reduce surplus pro- 
duction, but it is unlikely to take 
steps to bring about large reduc- 
tions in the level of support for its 


Obviously, progress in trimming 
agricultural trade barriers will rest 
on reforms in farm policies of the 
EC and other major trading 
nations. 


But she says the EC’s position is 
that a better world supply- 
demand balance is a prerequisite 


In effect, she says, the EC 
“believes the U.S. proposal to 
phase out all agricultural sub- 
sidies in 10 years is unrealistic. 
The Community's position is that 
the imbalance between supply 
and demand is the cause for the 
crisis in agriculture, while the 
United States believes the im- 
balance is caused by too much 
government intervention in the 


The EC has shown some will- 
ingness to address the problem 
of surplus production, says Nor- 
mile, ‘‘but through supply control 
and not by reducing incentives to 
production. More in-depth reforms 
are still in question.” 


Export Counties 
Hit Hard by Drought 


Farmers in the nation’s 419 
“‘export-dependent”’ rural coun- 
ties were expected to show a 
significant financial recovery this 
year because of sharply higher 
agricultural exports. 


Export-dependent counties are 
those in which sales of the five 
major export-oriented crops (corn, 
wheat, soybeans, cotton, and 
rice) comprise 50 percent or more 
of total farm sales. Most of these 
counties are in the Corn Belt, 
Delta, and Great Plains. 


Because of the drought, that op- 
timistic outlook has faded, par- 
ticularly in the 179 export- 
dependent counties that were suf- 
fering ‘‘severe”’ and ‘‘extreme”’ 
drought conditions late this 
summer. 


Of these 179 counties, 85 are 
also highly desendent on farming 
for their general economic health, 
relying on farming for 20 percent 
or more of their total earnings. 
Counties heavily dependent on 
farm exports are vulnerable not 
only to swings in international 
trade but also to unusual weather 
patterns. 


“Financial conditions for farmers 
in export-dependent counties 
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have improved as exports have 
grown since 1986,” says 
economist Judith Sommer of 
USDA’s Economic Research 
Service. ‘‘However, the drought 
this year impedes the financial 
recovery of many producers in 
farm export counties.” 


Corn and cotton led the way in 
last year’s higher farm export 
sales, accounting for some 59 
percent of the growth in such 
sales and demonstrating the im- 
portance of these crops to total 
U.S. farm exports. Overall, the 
179 export-dependent counties 
most affected by the drought ac- 
count for about one-fourth of the 
nation’s corn sales. 


Much of the drought damage has 
been concentrated in the Corn 
Belt, says Sommer, but the Lake 
States and the Northern Plains 
have also been hit. 


Although reduced yields in the 
United States will bring higher 





domestic and world prices, the 
net effect of that will vary by 
county and region, says Sommer. 


‘Farmers in export-dependent 
areas that are having a good 
crop year, especially those 
located in the winter wheat grow- 
ing areas of the southern and 
central Great Plains, will have 
higher farm incomes because of 
the higher prices,”’ she says. 


“Some farmers can draw down 
their inventories to offset substan- 
tial yield reductions and maintain 
adequate cash flow this year. But 
many farms in the severe and ex- 
treme drought export-dependent 
areas will have crop shortfalls 
that mean lower sales and lower 
cash incomes for farmers and 
reduced income for nonfarm 
businesses in these counties.” 


Together, she says, “‘declines in 
agricultural exports, problems in 
the farm sector, and now the 
drought have dealt some rural 


areas repeated blows.” 


However, “‘it’s still too early to 
Say statistically how hard those 
counties will be hit,”” Sommer 
adds, noting that most of them 
are eligible for assistance under 
federal and state drought 
programs. 


Beef Consumption 
Factor Adjusted 


Per capita beef consumption, ac- 
cording to USDA estimates, 
declined more than 5 pounds be- 
tween 1985 and 1987. It is ex- 
pected to drop again this year. 
Some of the decline, however, is 
due to an adjustment in how beef 
consumption is calculated. 


USDA’s Economic Research 
Service modified its carcass-to- 
retail conversion factor, which is 
used to estimate consumption, to 
give a better indication of how 
much beef is marketed. ERS 
economists Larry Duewer and 


Many Export-Dependent Counties Have Been Hit Hard by the Drought* 


B® Adequate moisture 





*Based on the Palmer Drought Index from the National Weather Service, National Oceanic and Atmospheric Administration, 


for the week of July 3-9. 
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Ken Nelson say the adjustments 
for 1986 and 1987 more ac- 
curately reflect the fact that retail 
beef now has a higher percent- 
age of meat and less fat and 
bone than a decade ago. The old 
factor included the weight of 
more fat and bone, they say. 


The economists explain that the 
leaner beef is the result of in- 
dustry changes in how products 
are marketed. For instance, more 
boneless cuts are sold and more 
cuts are closely trimmed. The 
Texas A & M National Beef 
Market Basket survey taken in 
late 1987 and early 1988 in- 
dicates that some beef cuts are 
trimmed to one-eighth of an inch 
of fat or less. Retail outlets began 
trimming beef cuts more closely 
after a 1985 survey found that 
consumers wanted leaner beef 
with less external fat. 


Prior to 1986, the factor used to 
convert consumption to a retail 
weight basis was 0.74, or 74 per- 
cent. In other words, 100 pounds 
of carcass equaled 74 pounds of 
retail cuts. The conversion was 
first adjusted downward to 0.73 in 
1986. The new figure, which ap- 
plies to 1987 consumption data 
and future years if the factor re- 
mains unchanged, was set at 
0.71. This means the same 100 
pounds of carcass now is as- 
sumed to yield 71 pounds of 
retail meat. 

In modifying the conversion rate, 
Nelson and Duewer used the 
Texas A & M survey and other 
sources. While the adjustment 
from 0.73 to 0.71 resulted in a 
2.1 pound per capita drop for 
1987, it may not have reflected 
any actual difference in the 
amount of beef we eat. ‘This is 
because the fat and bone now 
removed at retail were probably 
left in the cooking pan or on the 
plate as table scraps,”’ says 
Nelson. The new factor also 
means that consumers received 
more lean beef per pound of 
product purchased in 1987 than 
they did in previous years, adds 
Duewer. 
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I a Ts 
Monthly Price Monitor price since May 1983. Soybeans, at $8.31 steers gained 60¢ per cwt to $67.68. 

per bushel, were down 4¢ from August Barrows and gilts lost more than $5 to 
USDA's September 1988 index of farm and 61¢ from their June high. Cotton $42.00, the lowest since last November. 
prices increased almost 1% from August continued to weaken, falling to 51.3¢ per After rising for 8 straight months, broiler 
and was 12% above its vear-earlier level. Ib., its lowest since November 1986. prices dropped 5¢ per Ib. to 66.5¢. All 
Corn was off 2¢ to $2.69 per bushel, while Among meat animals, utility cows climbed prices shown are monthly averages. 
wheat jumped 25¢ to $4.03, its highest to $48.41, up $4 from August Choice 
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Metro-Nonmetro Comparisons of Employment Growth, 1979-86 
Metro gains were strongest in New Nonmetro employment declines were 
England, the Southeast, and Southwest _recorded in most of the northern-tier 
Wyoming and West Virginia had the states, except Wisconsin, Michigan, and 
largest declines, and gains were New England. Areas experiencing 
marginal (or zero) in the heavy declines included the Northwest, the 
manufacturing states of Michigan, Northern Plains, and the Corn Belt, 
Illinois, Indiana, Ohio, and Pennsylvania. extending east to Pennsylvania. 





. ‘ Metro Employment Dropped in Four States and Rose in 45 States, with 25 
States Showing Increases of 10% or More 


Percent change in number of people employed 
in metro areas, 1979 to 1986:* 


. . .But Nonmetro Employment Fell in 18 States, and Only Bees 
15 States Registered Increases of 10% or More eee” 


Percent change in number of people employed - - 
in nonmetro areas, 1979 to 1986:* 5 ay 





i Decrease 


1979 80 81 82 83 84 85 86 87* *Wage and salary empioyment, excluding self-employed proprietors. **The entire state of New Jersey falls within 
areas classified as metropolitan. 
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To get the whole picture you need ail the facts... 


Order these Economic Research Service 
periodicals: 


FARMLINE. Written for farmers, farm-related 
businesses, and others in agriculture. Concise 
articles, supported by charts and statistics, 
explain how the economic environment for 
agriculture is changing here and abroad. 
Focus is on the consequences of those 
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National Food Review. Covers the latest 
developments in food prices, marketing 
margins, consumption trends, nutrition, food 
retailing, product safety, export opportunities, 
and processing technology for those who 
manage or monitor the nation's food system. 


Agricultural Outlook. Presents USDA's farm 
income and food price forecasts. Emphasizes 
short-term outlook, but also presents long- 
term analyses. Issues range from trade to 
commodity supply-demand prospects. 
Includes more than 20 pages of statistical 
indicators. 
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